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PART A -— QUESTIONS 
(Each question is worth 20 marks for a total of 60 marks) 


Candidates MUST answer ANY THREE (3) of the following SIX (6) questions in the Answer 


Booklets provided, clearly labelling each question. If you nevertheless attempt more than 3 
questions, only your first three answers will be taken into account in marking 


Question 1 

Describe the ways in which valuation of an asset at fair value level three can be manipulated 
to fulfill the bonus plan hypothesis of positive accounting theory. 

Question 2 

Explain and illustrate with an example how losses from holding monetary items can arise and 
consider whether or not they are affected by the need to provide backlog depreciation. 


Question 3 


Explain the relevance to a reader of company accounts of knowing the level of efficiency of 
the stock market in which the company’s stock is traded. 


Question 4 
(a) Whatis a true zero? (7 marks) 
(6) On what scale are accounting ratios such as ROCE usually calibrated? (5 marks) 
(c) Give two examples of binary scale measured items. (8 marks) 
Question 5 


Explain the features that the GRI and the <IR> reporting frameworks have in common, in 
contrast to traditional accounting reports prepared in accordance with the IFRS. 


Question 6 
By what signs and symptoms would you know if a country’s accounting profession’s policing 


of its rules, regulations and safeguarding of the public interest had been corrupted by 
regulatory capture? 
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PART B — MULTIPLE CHOICE QUESTIONS 
(Each question is worth 1 mark for a total of 10 marks) 


Candidates MUST answer ALL TEN (10) Multiple Choice questions on the Answer Sheet 
provided on Page 6 of this examination paper. Circle the letter that corresponds with the 
questions number 


Compared to International Accounting Standards, the Conceptual Framework principles 


are less detailed but more specific 

direct rather than suggest the proper accounting treatment 
promote decision usefulness rather than stewardship 
prescribe rules but not exceptions 


2eo 


Measuring the value an intangible asset loses from the end of last year to the end of this 
year is recorded as: 


a) amortisation 
b) depreciation 
Cc) impairment 
d) provision 


When the bonus plan hypothesis applies to a firm in a particular year, the agency costs 
most affected are: 


) — monitoring costs 
) residual loss 

) dividend costs 

) bonding costs 


Representativeness occurs when people 


) rely on stereotypes when making decisions 
b) mistake a biased sample for the population 
c) act on the information they most easily recall even if other information is more 
relevant 
d) deal with agents rather than their principals 


Which of the following is not an ingredient of day to day professional accounting integrity? 


minimizing client costs 

Ethics of responsibility 

Ethics of conviction 

Over-riding of client confidentiality wnen the ATO demands it legally 
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Patents, copyrights and trademarks in integrated accounting are recorded as 


intangible capital 
manufacturing capital. 
intellectual capital 
financial capital 
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The guidelines most directly addressing contingent liabilities are found within the 
promulgations of: 


) — the International Integrated Reporting Council 

) — the International Financial Reporting Standards 
) the Global Reporting Initiative 

) the Corporations Act 


In an inefficient stock market, 


) | there would be no need for accounting at all 

) there would be extreme PEAD 

) there would be fraudulent attempts to manipulate earnings reported in the accounts 
) there would be bad corporate governance in many companies 


The professional obligation to exercise due care in managing a client’s affairs 


a) requires working beyond the hours billed without payment if that is required to do 
the job properly 

b) means behaving as at least as well as the average for the profession in the 
applicable circumstances 

Cc) requires all the relevant skills and applying all the relevant knowledge a qualified 
practitioner would be expected to apply by most of his/her professional peers 

d) means not delegating any important matter to a junior or an assistant 


Firms that do not disclose as much as the market wants them will suffer share price falls 
according to 


positive accounting theory 
the no effects hypothesis 
legitimacy theory 

the market for lemons theory 
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PART C — FACT OR OPINION QUESTIONS 
(Total of 30 marks; 1 mark for each correct identification, 2 marks for a good brief 
rationale in each case) 


Candidates MUST answer ALL TEN (10) Fact or Opinion questions on the Answer Sheet 
provided on Page 6 of this examination paper with an F if you believe the statement is a 
statement of fact OR with an O if you believe it is a statement of opinion. Note that a rationale 
is not a tautology. Note also that these are NOT True or False questions. 


1. |The magnitude of the information content of accruals in annual accounts gives us no 
information whatsoever about the efficiency of the stock market. 


2. Financial accounting standards cover every possible accounting situation. 


3. The PV of an acquired subsidiary in a perfect stock market is the same as its market 
value level one. 


4. Impairment of an intangible asset such as goodwill is explicitly debited in the Statement 
of Comprehensive Income. 


5. Weare not the only intelligent life in our Galaxy. 


6. CEOs of firms with 14 levels of hierarchy usually are paid more in any one country than 
CEOs of firms with 8 levels in that same country. 


7. Salience explains influence. 


8. |The number of possible prime integers is finite. 


9. 3 into 2 won't go. 


10. Moral hazard is wrong by definition. 
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PART B — MULTIPLE CHOICE QUESTIONS ANSWER SHEET 
Circle the letter of your choice next to the corresponding question number. 
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ANSWER SHEET FOR PART C — FACT OR OPINION QUESTIONS 


Answer ALL TEN (10) questions with an F if you believe the statement is a statement of fact 
OR with an O if you believe it is a statement of opinion in the column next to the question 
number. DO NOT say it could be either. You should add a BRIEF reason for which credit will 
be given in the case of any clear and correct reasoning even for wrong answers. 


Question No. | Answer 


Reason 


1 


2 


3 
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Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in 


the cancellation of all marks for this examination. 


Writing your name and number on the front will help us confirm that your paper has been returned. 
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